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DEPARTMENT  OF  COMMERCE 

National  Oceanic  and  Atntospheric 
Adniinistration 

15  CFR  Part  931 

Coastal  Energy  Impact  Program; 
Regulations  to  Establish  the  Outer 
Continental  Shelf  (OCS)  State 
Participation  Grant  Program 

AGENCY:  National  Oceanic  and 
Atmospheric  Administration  (NOAA) 
Department  of  Conunerce. 
action:  Final  rule. 

summary:  These  final  regulations 
describe  administrative  procedures  for 
implementing  section  308(c)(2)  of  the 
Coastal  Zone  Management  Act  of  1972, 
as  amended,  (CZMA)  (16  U.S.C.  1451,  et 
seq.].  Section  308(c)(2)  establishes  the 
Outer  Continental  Shelf  (OCS)  State 
Participation  Grant  Program  which 
provides  financial  assistance  for  coastal 
state  participation  in  policy,  planning 
and  managerial  decisions  related  to 
management  of  OCS  oil  and  gas 
resources. 

EFFECTIVE  DATE:  These  regulations  are 
efiective  January  21, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Dan  Hoydysh,  Office  of  Coastal  Zone 
Management,  National  Oceanic  and 
Atmospheric  Administration,  3300 
Whitehaven  Street,  N.W.,  Washington, 
D.C.  20235  (202)  634-4128. 
SUPPLEMENTARY  INFORMATION:  I. 
Explanatory  Statement.  The  Coastal 
Energy  Impact  Program  (CEIP)  was 
created  by  the  Coastal  Zone 
Management  Act  Amendments  of  1976 
(Pub.  L.  94-370).  The  CEIP  provides 
coastal  States  and  communities  with 
financial  assistance  for  mitigating  the 
adverse  impacts  from  OCS  and  other 
coastal  energy  development  activity. 

The  OCS  Lands  Act  Amendments  of 
1978  (OCSLAA)  (Pub.  L.  95-372) 
amended  the  CEIP  Program  by  adding  a 
fund  for- the  provision  of  grants  to  allow 
coastal  States  to  carry  out  their 
responsibilities  under  the  OCS  Lands 
Act.  The  OCS  State  Participation  Grant 
Program  established  under  new  Section 
308(c)(2)  of  the  CZMA  provides  up  to 
80%  federally  funded  grants  to  coastal . 
States  likely  to  be  affected  by  OCS 
energy  activity.  These  grants  are  to  be 
used  to  cover  the  costs  of  participating 
in  policy,  planning  and  managerial 
decisions  relating  to  the  development  of 
OCS  oil  and  natural  gas  resources. 

These  grants  are  not  to  be  used  to  cover 
any  of  the  site-specific  planning, 
construction,  or  property  acquisition 
costs  provided  for  in  other  provisions  of 


the  CEIP.  OCS  State  participation  grants 
are  authorized  at  $5  million  a  year  for 
five  fiscal  years — ^Fiscal  Year  1979 
through  Fiscal  Year  1983. 

NOAA  has  authority  to  issue  final 
regulations  under  Sections  308  and  317 
of  the  CZMA. 

NOAA  has  determined  that 
publication  of  these  final  rules  is  not  a 
major  action  significantly  affecting  the 
quality  of  the  human  environment  and 
does  not  require  preparation  of  an 
Environmental  Impact  Statement  under 
the  National  Environmental  Policy  Act 
of  1969.  NOAA  also  has  determined  that 
these  regulations  are  not  a  significant 
regulatory  action  and  do  not  require 
preparation  of  a  regulatory  analysis 
under  Executive  Order  12044. 

These  final  regulations  will  become 
effective  on  publication.  This  is 
necessary  because  OCS  participation 
grants  may  not  be  awarded  until  the 
regulations  are  in  effect.  Publication  of 
these  final  regulations  was  delayed 
because  it  was  not  until  November  1979 
that  NOAA  decided  to  reprogram  $3 
million  for  Section  308(c)(2)  purposes. 
Further  delay  in  providing  OCS 
participation  assistance  will  greatly 
hamper  State  participation  in  current 
OCSf-related  decisions  and  may  lead  to 
delay  in  development  of  OCS  oil  and 
natural  gas  resources.  Therefore, 
pursuant  to  5  U.S.C.  553(d)(3)  NOAA 
finds  that  for  good  cause  the  effective 
date  of  these  regulations  should  not  be 
delayed  for  30  days  after  publication. 

n.  Summary  of  Major  Provisions  of  the 
Final  Regulations 

Eligibility  for  Grants.  Under  Section 
308(c)(2)  NOAA’s  Assistant 
Adm^istrator  for  Coastal  Zone 
Management  (“Assistant 
Administrator”)  is  authorized  to  make 
grants  to  coastal  States  likely  to  be 
affected  by  OCS  energy  activity.  Only 
those  States  eligible  to  receive  CEIP 
assistance,  as  described  in  Subpart  C  of 
Part  931,  may  receive  a  Section  308(c)(2) 
grant.  Local  communities  are  eligible  to 
receive  OCS  participation  funds. 
However,  there  is  no  requirement  that  a 
State  allocate  OCS  participation  grants 
among  units  of  local  government.  States 
have  discretion  as  to  whether  units  of 
local  government  receive  OCS 
participation  funds. 

Affected  State.  The  Assistant 
Administrator  will  determine  that  a 
coastal  State  is  “likely  to  be  affected” 
by  OCS  energy  activity  if: 

(1)  The  Assistant  Administrator  finds 
that  the  State  can  reasonably  expect  to 
be  exposed  to  significant  environmental, 
economic,  or  social  consequences  as  a 
result  of  OCS  energy  activity  associated 
with  any  OCS  lease  sale  that  has  taken 


place  or  is  scheduled  to  take  place 
under  the  Department  of  the  Interior's 
OCS  Planning  Schedule. 

(2)  The  Assistant  Administrator  finds, 
on  the  basis  of  reasonable  evidence 
submitted  by  that  State,  that  the  State 
has  administrative,  policy,  operational, 
or  managerial  responsibilities  under  the 
OCS  Lands  Act  that  should  properly  be 
supported  with  Section  308(c)(2)  funds. 
When  making  this  determination,  the 
Assistant  Administrator  will  consider 
designations  of  “affected”  States  made 
by  the  Department  of  the  Interior  (DOI) 
pursuant  to  the  OCS  Lands  Act. 

Allowable  Uses  of  Grants.  Grants  are 
to  be  used  by  the  States  to  participate  in 
the  Federal  policy,  operational,  and 
managerial  decisions  relating  to  the 
development  of  OCS  oil  and  gas 
resources.  Specifically,  these  grants  are 
intended  to  pay  for  State  participation 
in,  among  others,  the  following 
activities —  formulation  of  the  OCS 
leasing  program,  reviewing  and 
commenting  on  draft  environmental 
impact  statments  prepared  for  OCS 
activites,  commenting  and  making 
recommendations  concerning 
exploration  and  development  and 
production  plans;  and  analyzing  data 
transmitted  to  the  State  pursuant  to  the 
OCS  oil  and  gas  information  program. 

Allotment  of  Available  Funding. 
Funding  available  for  State  participation 
grants  will  be  allotted  among  eligible 
coastal  States  by  means  of  a  formula 
desinged  to  measure,  to  the  maximum 
extent  practicable,  the  relative 
administrative,  policy,  operational,  and 
managerial  responsibilities  faced  by  the 
eligible  States. 

To  maintain  program  flexibility  the 
exact  allotment  formula  is  not  specified 
in  the  regulations — i.e.,  the  uncertainty 
of  the  OCS  development  process  in 
specifying  an  allotment  formula 
decreases  the  program’s  responsiveness 
to  rapidly  changing  situations.  However, 
the  factors  on  which  the  allocation 
formula  is  based  are  specified  in  the 
regulations  as  follows: 

(1)  Minimum  Share.  Each  eligible 
coastal  State  will  receive  an  equal 
minimum  share.  The  purpose  of  the 
minimum  share  is  to  assure  stability  in 
the  amount  of  funds  available  to  a  State 
from  fiscal  year-to-year.  The  amount  of 
the  annual  minimum  share  will  be 
determined  each  fiscal  .year  by  the 
Assistant  Administrator  on  the  basis  of 
the  total  amount  available  under  Section 
308(c)(2).  It  is  the  intent  of  the  Assistant 
Administrator  to  maintain  the  minimum 
share  at  $75,000  when  practicable. 

(2)  Formula  Share.  After  the  minimum 
shares  are  subtracted  from  the  total 
amount  available  under  section 
308(c)(2),  the  remaining  funds  will  be 
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allotted  among  eligible  coastal  States 
according  to  a  formula  that  considers: 

(1)  the  number  of  times  a  State  is 
determined  by  the  Assistant 
Administrator  to  be  “affected”  by  OCS 
lease  sales  scheduled  under  the  OCS 
Planning  Schedule:  (2)  the  length  of  the 
State's  marine  coastline;  (3)  the  coastal 
population  along  the  marine  coastline; 
and  (4)  the  number  of  acres  leased  since 
December  1, 1975,  for  which  a  State  is 
determined  by  the  Assistant 
Administrator  to  be  affected. 

(3)  Total  Allotment.  A  State’s  total 
allotment  will  consist  of  the  siun  of  the 
minimum  share  plus  the  formula  share. 
The  Assistant  Administrator  may  adjust 
the  total  allotment  ot  reflect  regional 
differences  in  costs. 

(4)  State  Review.  The  Assistant 
Administrator  will  provide  each  affected 
State  with  the  formula  that  will  be  used 
to  allot  Section  308(c)(2)  funds  before 
flnal  allotments  are  calculated.  States 
will  have  30  days  to  comment  on  this 
formula.  Final  allotments  will  be  made 
as  soon  as  practicable  after  the 
comment  period. 

Application  for  Grants.  An 
application  for  an  CX^  State 
participation  grant  must  contain:  (1)  A 
clear  and  concise  description  of  the 
activities  that  will  be  funded  and  their 
associated  costs;  and  (2)  a  statement  of 
whether  funds  will  be  allocated  among 
units  of  local  government  If  the  State 
decides  to  allocate  funds  among  units  of 
local  government  the  application  must 
contain  an  explanation  of  how  this 
allocation  will  be  based,  to  the 
maximum  extent  practicable,  on  the 
need  for  OCS  participation  assistance. 

Reversion  of  Allotted  Funds. 
Applications  for  OCS  participation 
grants  must  be  submitted  to  the  Office 
of  Coastal  Zone  Managment  (OC2^ 
within  120  days  of  the  date  the  State  is 
notified  of  its  final  allotment.  Funds  that 
are  not  applied  for  within  this  120-day 
period  will  revert  to  the  Assistant 
Administrator  at  the  end  of  that  period. 
The  Assistant  Administrator  may 
reallocate  reverted  funds  as  soon  as 
practicable  or  may  award  them  to  States 
on  the  basis  of  demonstrated  need. 

in.  Comments  on  Pn^iosed  Regulations 
and  OCZM  Responses 

Proposed  regulations  for  implementing 
the  OCS  State  Participation  Grants 
Program  were  published  in  the  Federal 
Register  on  March  19. 1979,  and  a  45-day 
comment  period  was  provided  ending  on 
May  3. 1979.  All  comments  were  given 
full  consideration.  Major  comments  and 
OCZM  responses  are  given  below. 

One  commentator  questioned  the 
wisdom  of  defining  States  “likely  to  be 
affected  by  OCS  energy  activity”  as 


those  affected'by  lease  sales  held  after 
July  26. 1976.  This  commentator 
recommended  that  the  cut-off  date  be 
moved  back  so  that  two  lease  sales  in 
frontier  areas — ^Nos.  38  (Southern 
California)  and  39  (Alaska) — be 
considered  when  computuig  allotments 
of  Section  308(c)(2)  funds.  Since  an 
important  objective  of  the  CEIP  is  to 
encourage  new  OCS  development  this 
suggestion  was  adopted  and  the  cut-off 
date  established  as  December  1, 1975,  in 
order  to  allow  the  two  frontier-area 
sales  to  be  factored  into  the  formula. 

One  commentator  suggested  that  the 
allowable  uses  for  OCS  participation 
grants  be  expanded  to  include: 
participation  in  suspension  as  well  as 
cancellation  proceedings;  commenting 
on,  as  well  as  reviewing,  proposed 
environmental,  safety,  and  other 
regulations;  commenting  on  exploration 
plans  and  drilling  permits  as  well  as 
development  and  production  plans. 
Although  the  list  of  allowable  uses  was 
not  intended  to  be  exclusive  these 
suggestions  were  adopted. 

One  commentator  suggested  that  the 
allotment  formiila  should  incorporate 
the  “amount  of  oil  and  gas  actually 
found”  because  this  factor  has  the 
greatest  impact  on  affected  States. 
Although  oil  and  gas  “actually  foimd" 
may  correlate  closely  with  the 
magnitude  of  the  impacts  an  affected 
State  is  likely  to  experience,  the  amount 
found  is  not  known  imtil  well  into  the 
exploration  and  development  process. 
To  include  this  factor  in  the  allocation 
would  further  weight  the  distribution  of 
funds  away  from  frontier  areas — ^where 
the  amount  “found”  is  not  known — and 
to  areas  of  existing  OCS  oil  and  gas 
production.  It  is  the  opinion  of  OCZM 
that  the  elements  of  the  allotment 
formula  specified  in  the  regulations  will 
enable  the  Assistant  Administrator  to 
apportion  equitably  available  funds  on 
the  basis  of  relative  need  for  OCS 
participation. 

One  commentator  suggested  that 
allowable  uses  of  (c)(2)  funds  not 
include  any  costs  eligible  for  coverage 
under  other  provisions  of  the  CEIP.  Tliis 
suggestion  is  rejected.  The  only 
statutory  limitation  on  the  allowable 
uses  of  (c)(2)  funds  is  that  expenditures 
be  related  to  a  State’s  responsibilities 
under  the  OCS  Lands  Act  There  is  no 
statutory  requirement  that  (c)(2) 
expenditures  be  prohibited  because  they 
could  be  covered  under  other  provisions 
of  the  CEIP.  The  Report  of  the 
Committee  of  Conference  on  the 
OCSLAA,  however,  does  state  that  (c)(2) 
funds  may  not  be  used  for  planning, 
public  facility,  public  service,  or 
environmental  costs  contained  in  other 


provisions  of  the  CEIP.  It  is  the  position 
of  OCZM  that  this  limitation  applies 
only  to  the  use  of  section  308(c)(2)  funds 
for  site-specific  planning,  construction, 
and  property  acquisition  projects  that 
are  covered  under  other  provisions  of 
the  CEIP.  Apart  from  these  exceptions,  if 
a  proposed  expenditure  of  section 
3C^c)(2)  funds  is  required  by  a  State  to 
carry  out  its  responsibilities  under  the 
CX]S  Lands  Act,  it  is  not  material 
whether  the  proposed  project  could  also 
be  funded  under  other  provisions  of  the 
CEIP. 

One  commentator  noted  that  having 
the  Secretary  of  the  Department  of  the 
Interior  (DOI)  designate  States  as 
affected  for  purposes  of  eligibility  under 
Section  308(c)(2)  could  lead  to 
inequitable  results  because  DOI  and  the 
States  may  differ  in  their  perceptions  of 
what  constitutes  significant  impacts. 

The  final  regulations  expressly  provide 
that  the  Assistant  Administrator 
determine  which  States  are  eligible  for 
OCS  participation  funds.  However, 
designations  made  by  DOI  pursuant  to 
the  OCS  Lands  Act  be  considered 
by  the  Assistant  Administrator. 

The  same  commentator  also  noted 
that  the  Assistant  Administrator’s 
perspective  on  the  existence  or 
significance  of  impacts  could  differ  frrmn 
that  of  the  States  and  therefore 
suggested  that  the  Assistant 
Administrator’s  determinations  of 
eligible  States  be  filed  for  public 
comment  before  a  final  determination  is 
made.  This  suggestion  is  rejected.  The 
Assistant  Administrator  is  expressly 
granted  the  authority  to  determine 
which  States  are  eli^ble  for  section 
308(c)(2)  assistance.  In  addition,  it  is  the 
intent  of  the  Assistant  Administrator  to 
construe  the  concept  of  affected  State 
broadly.  At  present,  all  marine  coastal 
States,  otherwise  eligible  under  Section 
308,  have  been  found  to  be  "affected” 
States  for  Section  308(c)(2)  purposes. 
Under  these  circumstances,  a  public 
review  and  comment  period  is  not 
necessary. 

One  commentator  did  not  understand 
the  purpose  of  the  minimum  share.  The 
purpose  of  the  minimum  share  is  to 
provide  a  measure  of  fiscal  certainty  to 
the  States — Le.,  States  are  assured  of 
receiving  a  certain  amount  each  fiscal 
year. 

One  commentator  suggested  that  the 
allotment  formula  take  into  account  the 
anticipated  extent  and  nature  of  energy 
resources  as  determined  by  the  U.S. 
Geological  Survey.  This  suggestion  was 
rejected.  It  is  the  opinion  of  OCZM  that 
the  allotment  formula  described  in  the 
final  regulations  will  equitably 
apportion  available  funds.  In  light  of  the 
speculative  nature  of  “anticipated” 
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resources,  it  is  OCZM’s  opinion  that 
making  the  allotment  formula  more 
complicated  is  not  justified. 

One  commentator  suggested  that 
coastal  population  be  determined 
according  to  the  boundaries  of  a  given 
State’s  coastal  zone.  This  approach  is 
not  practicable  as  census  data  does  not 
exist  in  this  format.  Coastal  population, 
as  used  in  the  final  regiilations,  is  that 
used  by  OC2^  to  compute  grant 
allocations  under  Sections  305  and  306. 
This  data  has  been  adjusted  to  reflect 
only  "marine”  coastal  population. 

Several  commentators  objected  to  the 
imposition  of  an  arbitrary  ceiling  on  the 
maximum  amount  a  State  may  receive 
under  Section  308(c)(2).  In  response  to 
this  objection,  the  ceiling  was  removed. 
It  is  the  opinion  of  OCZM  that  the 
allotment  formula  will  accurately  reflect 
relative  need  for  OCS  participation 
funds  and  that  imposition  of  a  ceiling  is 
not  necessary. 

On  commentator  noted  that  length  of 
marine  coastline  and  population  is  not 
representative  of  a  State’s  OCS 
responsibilities.  OCZM  disagrees. 
Although  it  is  undisputable  that  any 
formula  for  calculating  the  need  for  OCS 
participation  assistance  may  have 
deficiencies,  it  is  OCZM’s  opinion  that 
the  length  of  marine  coastline  and 
coastal  population  correlate  positively 
with  a  State’s  OCS  responsibilities. 
Length  of  coastline  reflects  the  amoimt 
of  coastal  resources  that  a  State  has  at 
risk  from  OCS  development.  Population 
reflects  the  administrative  burden  a 
State  may  incur  in  its  role  as  the 
interface  between  local  communities 
and  interest  groups  and  the  Federal 
Government. 

One  commentator  suggested  that 
lease  sale  areas  for  which  no  future 
activity  is  anticipated  because  of  failure 
to  locate  commercial  finds  of  oil  and  gas 
not  be  considered  in  the  allotment 
formula.  Under  the  allotment  formula 
specified  in  the  regulations,  only  those 
acres  leased  which,  in  the  determination 
of  the  Assistant  Administrator,  affect  a 
given  State  will  be  counted.  Because  the 
present  allotment  procedure  allows  the 
Assistant  Administrator  to  adjust  the 
formula  for  inactive  lease  sale  areas,  no 
change  in  the  regulations  is  necessary. 

One  commentator  requested 
clarification  on  how  the  marine 
coastline  will  be  measured.  Data  on  the 
marine  coastline  were  obtained  from  a 
NOAA  publication.  The  Coastline  of  the 
United  States,  and  is  public  information. 

One  commentator  suggested  that  the 
regulations  be  clarified  to  notify 
potential  grant  recipients  of 
requirements  to  comply  with  0MB 
Circular  A-95.  This  suggestion  was 
accepted  and  the  rules  modified  to 


highlight  that  these  regulations  are  a 
subpart  of  CEIP  regulations  published 
previously  and  that  applicants  must 
refer  to  the  full  set  of  CEIP  regulations. 

Two  commentators  stated  that 
conditioning  eligibility  for  Section 
308(c)(2)  funds  on  a  State  meeting,  the 
eligibility  requirements  for  CEIP 
assistance  established  under  Subpart  C 
(Section  308(g)(1))  was  contrary  to 
Congressional  intent.  OCZM  is 
explicitly  required  by  Section  308(g)(1) 
of  the  CZMA  to  link  eligibility  for 
assistance  under  Section  308(c)(2)  to  a 
State  satisfactorily  participating  in  the 
coastal  zone  management  program. 
Therefore,  the  suggestion  "that 
references  to  eligibility  requirements  of 
Subpart  C  should  be  deleted”  is  rejected 
as  not  within  the  discretion  of  the 
Assistant  Administrator. 

One  commentator  suggested  that  the 
allowable  uses  be  expanded  to  include 
dissemination  of  information  on  OCS 
activities  to  local  governments  and  the 
public.  This  suggestion  was  adopted. 

One  commentator  stated  that  the 
allotment  formula  should  be  specified  in 
the  regulations,  and  the  Assistant 
Administratdr’s  discretion  in  changing 
the  allotment  formula  should  be  limited. 
This  suggestion  is  rejected.  The  method 
of  allotting  Section  308(c)(2)  funds  is  not 
specified  by  statute.  Although  the  report 
of  the  Committee  of  Conference  suggests 
that  funds  should  be  allotted  among 
eligible  States  by  "some  type  of 
formula”,  the  report  also  states  that  "the 
precise  system  of  allocation  remains 
with”  the  Assistant  Administrator,  and 
that  the  Assistant  Administrator  has 
"considerable  discretion”  in 
administering  this  new  program. 
Therefore,  limiting  the  Assistant 
Administrator’s  discretion  to  modify  the 
allotment  formula  is  not  warranted. 
However,  the  Assistant  Administrator  is 
committed  to  submitting  to  the  States  for 
comment  the  allotment  formula  before 
allotments  are  computed.  In  addition, 
the  Assistant  Administrator  is  limited  to 
using  the  factors  specified  in  the 
regulations  when  developing  an 
allotment  formula. 

Several  commentators  suggested 
various  technical  changes  to  the 
allotment  formula.  The  final  regulations 
do  not  specify  an  exact  allotment 
formula.  The  allotment  formiila  will  be 
developed  in  consultation  with  the 
States  before  allotments  are  calculated. 
Any  subsequent  modifications  in  the 
formula  will  also  be  sent  to  the  States 
for  review  and  comments  before 
implementation. 

One  commentator  objected  to  the 
statement  in  the  proposed  regulations 
that  whether  a  State  is  likely  to  be 
affected  will  be  determined  "in  light  of 


NOAA’s  special  concern  for  protecting 
the  marine  and  coastal  environment”  as 
too  vague  a  standard.  Hiis  statement 
was  deleted. 

One  commentator  suggested  that  the 
"purpose  of  the  CZMA  and  the  OCS 
Lands  Act  would  be  better  served  and 
the  taxpayers  receive  better  assurance 
of  value  received  for  money  spent”  if 
expenditures  under  Section  308(c)(2) 
were  subjected  to  an  annual  audit  by  an 
agency  other  than  the  Department  of 
Commerce  (DOC)  and  the  audit  report 
submitted  to  Congress.  This  suggestion 
was  rejected.  The  Secretary  of 
Commerce  is  expressly  mandated  to 
administer  the  OCS  State  Participation 
Program  as  part  of  the  Coastal  Zone 
Management  Act.  Annual  audit  of  this 
program  by  a  Federal  agency  other  than 
DOC  is  not  called  for  in  the  legislation. 
Sufficient  administrative  control  exists 
at  the  DOC/NOAA  level  to  assure 
efficient  and  equitable  program 
operation.  In  addition.  Congressional 
monitoring  of  the  program  is  available 
through  the  oversight  hearing 
mechanism. 

One  commentatm*  stated  that  the 
allowable  uses  under  Section  308(c)(2) 
greatly  exceed  the  role  the  States  are 
authorized  to  play  in  OCS  oil  and  gas 
activities  under  the  OCS  Lands  Act  and 
that  the  allowable  uses  should  be 
limited  to  the  language  "responsibilities 
under  the  OCS  Lands  Act.”  OCZM  finds 
this  distinction  one  of  form  rather  than 
substance.  The  phrase  “responsibilities 
under  the  OCS  Land  Act”  is  merely 
shorthand  for  those  specific  activities 
listed  in  Section  931.144.  This  list  is 
taken,  for  the  most  part,  directly  from 
the  amended  OCS  Lands  Act.  To  restrict 
the  uses  of  OCS  participation  funds  to  a 
State’s  “responsibilities”  would  create 
an  unacceptable  ambiguity  regarding 
specific  allowable  expenditures. 

One  commentator  suggested  that  the 
objectives  of  OCS  participation 
assistance  as  stated  on  proposed 
§  931.142  exclude  protection  of  the 
nation’s  valuable  coastal  environmental 
and  recreational  resources  and  the 
encouragement  of  rational  and  orderly 
development  of  OCS  oil  and  gas 
resources.  This  commentator  stated  that 
the  only  proper  objective  of  OCS 
participation  assistance  is  to  help 
coastal  States  carry  out  their 
responsibilities  imder  the  OCS  Lands 
Act.  OCZM  disagrees  that  the  objectives 
of  OCS  participation  should  be  so 
narrowly  stated.  The  purposes  of 
Section  308(c)(2)  grants  should  be  read 
in  the  context  of  tiie  purposes  for  which 
the  CZMA  and  the  CEIP  were 
established.  Accordingly,  although 
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Section  931.142  was  reworded,  the 
substance  was  not  changed. 

One  conunentator  stated  that  the 
costs  of  implementing  the  consistency 
provisions  of  Section  307(c)(3)(b)  of  the 
CZMA  should  be  an  allowable  cost 
under  Section  308(c)(2).  OCZM 
disagrees.  The  consistency  review 
although  addressed  in  the  OCSLAA,  is 
not  a  responsibility  imposed  by  the  OC5 
Lands  Act.  Accordingly,  funding  of 
Section  307  consistency  review  should 
be  sought  under  Section  306  of  the 
CZMA  rather  than  Section  308(c)(2). 

One  commentator  suggested  that  the 
regulations  speciHcally  state  that 
Section  308(c)(2)  funds  be  used  only  for 
OCS  related  activities.  This  suggestion 
was  accepted.  A  subsection  was  added 
to  §  931.145  stating  that  Section  308(c)(2) 
funds  can  only  be  used  in  connection 
with  a  State’s  responsibilities  under  the 
OCS  Lands  Act  in  accordance  with 
these  regidations. 

One  commentator  suggested  that  the 
regulations  not  require  the  State  to 
expend  allotted  funds  in  the  year  in 
which  the  allotment  was  made.  This 
commentator  suggested  States  be 
allowed  to  retain  funds  to  the  following 
fiscal  year,  provided  that  these  funds 
would  ultimately  be  spent  on  one  of  the 
allowable  uses.  This  suggestion  was 
accepted.  The  hnal  regulations  require 
only  that  a  State  apply  for  Section 
308(c)(2)  funds  within  120  days  after  the 
allotment  is  made.  States  are  free  to 
specify  in  their  applications  the  period 
of  time,  subject  to  applicable  Federal 
fiscal  management  requirements,  over 
which  these  funds  will  be  spent. 

One  commentator  suggested  that  the 
allowable  uses  of  Section  308(c)(2)  funds 
be  expanded  to  include  cooperation 
with  the  Administrator  of  the 
Environmental  Protection  Agency  (EPA) 
as  well  as  the  Secretary  of  the  Interior  in 
§  931.144(a)(8).  This  suggestion  was 
rejected.  The  OCS  Lands  Act  does  not 
impose  a  responsibility  on  States  to 
cooperate  with  EPA  in  the  OCS 
decision-making  process.  Therefore,  to 
allow  OCS  participation  grants  to  be 
used  for  this  purpose  would  be 
inconsistent  with  statutory  authority. 

One  commentator  suggested  that  the 
OCS  participation  program  is  intended 
to  enable  States  to  participate  in 
decisions  relating  to  the  development  of 
all  OCS  energy  resources  and  that, 
therefore,  “energy”  should  be 
substituted  for  “oil  and  gas”  where 
appropriate.  This  suggestion  was  not 
accepted  because  the  legislation 
predicates  eligibility  for  Section 
308(c)(2)  funds  on  a  finding  that  a  State 
is  likely  to  be  affected  by  OCS  energy 
activity.  As  defined  in  the  CZMA,  OCS 
energy  activity  refers  to  development  of 


OCS  oil  and  natural  gas  resources.  In 
addition,  the  Report  of  the  Committee  of 
Conference  strongly  links  the  purposes 
of  these  grants  with  participation  in  the 
OCS  oil  and  gas  development  process. 

One  commentator  stated  that  the 
definition  of  affected  State  should 
clarify  that  “affected  State”  status  under 
the  regulations  is  conferred  only  for 
purposes  of  Section  308(c)(2)  and  not  for 
purposes  of  Section  307(c)(3)(B)  of  the 
CZMA  or  for  purposes  of  the  OCS  Lands 
Act.  This  suggestion  was  accepted. 

One  commentator  strongly  urged 
reconsideration  of  §  931.144(a)(8)  which 
provides  payment  for  State  activities  in 
developing  cooperative  agreements  with 
the  DOI  for,  among  other  things,  the 
formulation  of  joint  surveillance  and 
monitoring  arrangements  to  carry  out 
applicable  Federal  and  State  laws, 
regulations,  and  stipulations  relevant  to 
OCS  onshore  and  offshore  operation. 
This  commentator  cited  a  recent  opinion 
of  the  Solicitor  of  the  DOI  which  held  in 
essence  that  while  a  third  party  could 
provide  supplementary  information, 
inspections  by  third  parties  (e.g.  the 
State)  cannot  replace  those  conducted 
by  DOI  as  delegated  to  the  U.S. 
Geological  Survey  under  30  CFR  Part 
250.  Therefore,  the  commentator  noted 
that  the  DOI’s  statutory  responsibilities 
under  the  OCS  Lands  Act  for  the 
prevention  of  waste  and  conservation  of 
nahiral  resources  of  the  OCS  and  the 
protection  of  correlative  rights  thereih 
are  nondelegable.  OCZM  ^d  not  delete 
or  modify  S  931.144(a)(8).  The  language 
of  that  section  is  taken  from  Section 
19(e)  of  the  amended  OCS  Lands  Act. 

The  language  of  the  regidadon  does  not 
speak  in  terms  of  delegation  but 
cooperation.  Rather  than  remove  this 
allowable  use  on  the  basis  of  an 
advisory  legal  opinion,  OCZM  believes 
it  is  preferable  that  the  scope  of  any 
cooperative  agreements  be  worked  out 
among  DOI  and  the  affected  States. 

One  commentator  suggested  that  the 
allowable  uses  be  expanded  to  allow 
States  to  use  Section  308(c)(2)  funds  to 
encourage  public  participation  in  the 
OCS  process.  This  suggestion  was 
accepted. 

One  commentator  suggested  that  a 
separate  objective  be  added  stating  that 
a  goal  of  the  OCS  participation  program 
is  increased  public  participation.  This 
suggestion  was  rejected.  Although  the 
encouragement  of  public  participation  is 
an  allowable  use  of  Section  308(c)(2) 
funds,  OCZM  believes  that  the  OCS 
participation  program  is  focused 
primarily  on  State  activities.  It  is 
OCZM’s  policy,  in  accordance  with  the 
OCS  Lands  Act,  that  the  State  be  the 
primary  channel  of  communication  with 
the  Federal  Government  concerning 


OCS  related  policies  and  decisions  and 
that  each  State  should  determine  the 
level  of  public  participation  according  to 
its  judgment. 

'The  regulations  for  awarding  OCS 
State  Participation  Grants  as  authorized 
by  Section  308(c)(2)  of  the  Coastal  Zone 
Management  Act  of  1972,  as  amended, 
are  defined  in  Subpart  L  which  follows. 
Francis  ).  Balint, 

Acting  Director,  Management'and  Computer 
Systems. 

January  10, 1980. 

PART  931^0ASTAL  ENERGY 
IMPACT  PROGRAM 

A  new  Subpart  L  is  added  to  Part  931 
to  read  as  set  forth  below. 

These  regulations  are  to  be  read  in 
conjunction  with  CEIP  Administrative 
Regidations  published  in  the  Federal 
Register  on  May  21, 1979  (44  FR  29580) 
(Part  931,  Subparts  A-K). 

Subpart  L— OCS  State  Participation  Grants 

Sgc* 

031.140  General. 

931.141  Definitions. 

931.142  Objectives. 

931.143  Eligibility  for  OCS  State 
participation  grants. 

931.144  Allowable  uses  of  OCS  State 
participation  grants. 

931.145  Limitations. 

931.146  Allotment  of  available  funds. 

931.147  Available  funds. 

931.148  Allotment  procedures. 

931.149  Application  for  OCS  State 
participation  grants. 

931.150  Reversion  of  allotted  funds. 

931.151  Disposition  of  reverted  or  recovered 
Funds. 

931.152  Administrative  requirements. 
Authority:  Sections  308  and  3l7,  Coastal 

Zone  Management  Act  of  1972,  Pub.  L  92- 
583,  86  Stat.  1280  (16  U.S.C.  1451  et  seg.),  as 
amended  by  Pub.  L  94-370,  and  Pub.  L  95- 
372, 

Subpart  L— OCS  State  Participation 
Grants 

1 931.140  GeneraL 
This  Subpart  establishes 
administrative  procedures  for  awarding 
OCS  State  Participation  Grants  under 
Section  308(c)(2)  of  the  Coastal  Zone 
Management  Act  of  1972  (CZMA)  as 
amended.  This  Subpart  states  the 
objectives  of  providing  these  grants  and 
'their  allowable  uses;  describes 
procedures  for  allotting  among  coastal 
States  funds  available  under  Section 
308(c)(2)  and  the  procedures  for 
applying  for  these  funds. 

§  931.141  Definitions. 

(a)  OCS  Lands  Act  means  the  Outer 
Continental  Shelf  Lands  Act  (43  U.S.C. 
1331,  et  seg.)  as  amended  by  the  Outer 
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Continental  Shelf  Lands  Act 
Amendments  of  1978  (Pub.  Law  98-327). 

(b)  Affected  State.  (1)  OCS  State 
participation  grants  will  be  awarded 
only  to  States  the  Assistant 
Administrator  hnds  are  “likely  to  be 
affected  by  OCS  energy  activity.” 

(2)  The  Assistant  Ac^inistrator  will 
find  a  coastal  State  “likely  to  be 
affected”  by  OCS  energy  activity  if  the 
Assistant  Administrator  determines: 

(i)  That  the  State  can  reasonably 
expect  to  be  exposed  to  significant 
social,  economic,  or  environmental 
consequences  as  a  result  of  any  OCS 
lease  sale  that  has  taken  place  or  is 
scheduled  to  take  place  imder  the 
Department  of  the  Interior’s  (DOI)  Five 
Year  Planning  Schedule;  or, 

(ii)  That  the  State  has  administrative, 
policy,  operational,  or  managerial 
responsibilities  under  the  OCS  Lands 
Act  that  should  properly  be  supported 
with  Section  308(c)(2)  funds. 

(3)  When  determining  under  this 
Subpart  which  States  are  likely  to  be 
affected  by  OCS  energy  activity,  the 
Assistant  Administrator  will  give 
consideration  to  the  designations  of 
“affected”  States  made  by  DOI  under 
the  OCS  Lands  Act. 

(4)  States  will  be  designated  “likely  to 
be  affected”  under  this  Subpart  only  for 
purposes  of  eligibility  under  Section 
308(c)(2).  State  eligibility  under  this 
Subpart  does  not  confer  “affected”  State 
status  under  the  OCS  Lands  Act  or 
under  Section  307(c)(3)(B). 

§931.142  OlHectivM. 

The  objectives  of  assistance  under 
this  Subpart  are  to  expedite  the  rational, 
orderly  development  of  OCS  oil  and  gas 
resources  and  to  protect  the  nation’s 
valuable  coastal  environmental  and 
recreational  resources  by: 

(a)  Encouraging  coastal  States  to 
carry  out  their  responsibilities  under  the 
OCS  Lands  Act; 

(b)  Helping  the  coastal  States  develop 
the  capability  to  participate  effectively 
in  Federal  policy,  planning,  and 
managerial  decisions  relating  to  the 
development  of  OCS  oil  and  gas 
resources:  and 

(c)  Encouraging  cooperation  between 
the  Federal  and  State  Governments  in 
the  management  of  OCS  oil  and  gas 
resources. 

§931.143  EUgibUity  for  OCS  State 
participation  grants. 

(a)  A  coastal  State  is  eligible  for 
financial  assistance  under  this  Subpart 
if  it  meets  the  basic  eligibility 
requirements  of  Subpart  C  of  Part  931. 

(b)  Units  of  local  government  are 
eligible  for  assistance  under  this 
Subpart.  However,  the  decision  to  grant 


such  assistance  is  discretionary  with  the 
State. 

§  931.144  Allowable  uses  of  OCS  State 
participation  grants. 

(а)  OCS  State  participation  grants  are 
to  be  used  by  States  to  carry  out  their 
responsibilities  under  the  OCS  Lands 
Act.  These  responsibilities  include 
participating  in  the  administrative, 
policy,  operational,  and  managerial 
decisions  relating  to  management  of  the 
oil  and  natural  gas  resources  of  the 
Outer  Continental  Shelf  and  include,  but 
are  not  limited  to,  the  following  State 
activities: 

(1)  Cooperation  with  the  Secretary  of 
the  bterior  to  enforce  OCS-related 
safety,  environmental,  and  conservation 
laws  and  regulations. 

(2)  Participation  in  hearings  conducted 
by  the  Secretary  of  the  Interior  with 
respect  to  issuance,  extension, 
cancellation  or  suspension  of  OCS- 
related  leases  or  permits. 

(3)  Participation  in  hearings  held  by 
the  Federal  Energy  Regulatory 
Commission  (FERC)  with  respect  to 
amounts  of  OCS  oil  or  natural  gas  that 
will  be  transported  ashore  in  pipelines. 

(4)  Participation  in  hearings  held  by 
F^C  concerning  the  expansion  of 
pipeline  capacities  by  shippers  of  OCS 
oil  or  natural  gas. 

(5)  Reviewing  Federal  actions 
significantly  affecting  the  OCS  or  its 
development  to  the  extent  these  actions 
relate  to  OCS  energy  activity. 

(б)  Developing  and  implementing 
cooperative  agreements  with  respect  to 
the  leasing  of  OCS  lands  immediately 
adjacent  to  State  seaward  boundaries. 

(7)  Participating  in  formulating  the 
OCS  leasing  program. 

(8)  Developing  cooperative 
agreements  with  the  Department  of  the 
Interior  for  sharing  information,  joint 
utilization  of  available  expertise, 
facilitating  permitting  procedures,  joint 
planning  and  review,  and  the 
formulation  of  joint  surveillance  and 
monitoring  arrangements  to  carry  out 
applicable  Federd  and  State  laws, 
relations,  and  stipulations  relevant  to 
OCS  onshore  and  offshore  operations. 

(9)  Cooperating  with  the  Secretary  of 
the  Interior  in  carrying  out 
environmental  studies  in  any  area 
included  in  any  OCS  oil  and  gas  lease 
sale. 

(10)  Reviewing  and  conunenting  on 
proposed  environmental,  operational, 
safety,  and  other  regulations  that  are 
prepared  and  promulgated  by  any 
Federal  department  or  agency  and 
applicable  to  the  Outer  Continental 
Shelf  to  the  extent  they  are  related  to 
OCS  energy  activity. 


(11)  Reviewing,  commenting  on,  and 
making  recommendations  concerning 
OCS  exploration  plans,  development 
and  production  plans,  drilling  permits, 
and  environmental  reports. 

(12)  Reviewing  and  commenting  on 
draft  environmental  impact  statements 
on  OCS  activities  governed  by  the  OCS 
Lands  Act. 

(13)  Reviewing,  commenting  on  and 
analyzing  any  data  transmitted  to  the 
State  by  the  Secretary  of  the  Interior 
pursuant  to  the  OCS  oil  and  gas 
information  program.  ’This  includes 
inspecting  any  privileged  information 
received  by  the  Secretary  regarding  any 
OCS  activity  adjacent  to  the  State. 

(14)  Participating  in  OCS  policy, 
scientific  and  technical  advisory  board 
meetings  established  by  the  Department 
of  the  Interior  and  other  OCS-related 
meetings  called  by  the  Department  of 
Energy,  the  National  Oceanic  and 
Atmospheric  Administration,  or  any 
other  Federal  agency. 

(15)  Participating  in  training  and 
information  conferences  on  OCS-related 
issues  sponsored  by  government, 
industry,  environmental,  academic  or 
public  interest  groups,  if  such 
participation  is  directly  related  to 
carrying  out  a  State’s  responsibilities 
imder  the  OCS  Lands  Act 

(16)  Dissemination  of  information  on 
O^  activities  to  local  governments  and 
the  public. 

(b)  Paragraph  (a)  of  this  section  does 
not  represent  an  exclusive  list  of  State 
responsibilities  under  the  OCS  Lands 
Act  The  Assistant  Administrator  may 
determine  on  a  case-by-case  basis 
whether  other  activities  are  eligible  for 
funding  under  Section  308(c)(2). 

§931.145  Limitations. 

(a)  States  may  use  Section  308(c)(2) 
grants  only  to  carry  out  their 
responsibilities  under  the  OCS  Lands 
Act. 

(b)  Section  308(c)(2)  grants  awarded 
to  a  coastal  State  may  not  exceed  80 
percent  of  the  actual  cost  of  carrying  out 
State  responsibilities  under  the  OCS 
Lands  Act  The  Assistant  Administrator 
will  establish  the  ratio  of  the  Federal 
share  to  the  State  share  each  fiscal  year 
before  computing  allotments.  States  and 
local  governments  may  use  in-kind 
contributions  as  the  non-Federal 
matching  share  in  accordance  with 
Office  of  Management  and  Budget 
Circular  A-102. 

(c)  States  may  not  use  OCS  State 
participation  grants  to  cover  the  costs  of 
site-specific  plaiming,  construction,  or 
acquisition  projects  provided  for  under 
other  provisions  of  Action  308. 
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§  931.146  Allotment  of  available  funda. 

(a)  The  Assistant  Administrator  will 
allot  funds  available  under  Section 
308(c)(2)  among  coastal  States  as 
follows: 

(1)  Minimum  Share.  Each  eligible 
coastal  State  will  receive  an  equal 
minimum  share.  The  purpose  of  the 
annual  minimum  share  is  to  provide 
fiscal  certainty  by  assuring  each  eligible 
State  a  minimum  level  of  ^ding  h'om 
fiscal  year  to  fiscal  year.  The  minimum 
share  will  be  determined  by  the 
Assistant  Administrator  each  fiscal  year 
on  the  basis  of  the  amoimt  of  funds 
available  under  Section  308(c)(2).  The 
Assistant  Administrator  intends  to 
maintain  the  minimum  share  at  $75,000 
when  practicable. 

(2)  Formula  Share.  The  funds 
remaining  after  the  minimum  shares  are 
subtracted  from  the  total  amount 
available  under  Section  308(c)(2)  will  be 
allotted  among  eligible  coastal  States 
according  to  a  formula  designed  to 
reflect,  to  the  maximum  extent 
practicable,  a  State’s  responsibilities 
under  the  OCS  Lands  Act.  This  formula 
will  be  based  on: 

(i)  The  number  of  times  a  State  is 
found  by  the  Assistant  Administrator 
likely  to  be  affected  by  future  CX3S  lease 
sales  scheduled  by  the  Department  of 
the  Interior  under  the  Five-Year  OCS 
Planning  Schedule; 

(ii)  The  length  of  the  marine  coastline: 

(iii)  The  coastal  population  along  the 
marine  coastline:  and 

(iv)  The  number  of  OCS  acres  leased 
since  December  1, 1975,  with  respect  to 
which  the  Assistant  Administrator 
determines  a  State  is  likely  to  be 
affected. 

(b)  The  Assistant  Administrator  may 
adjust  the  formula  to  account  for 
regional  differences  in  costs. 

(c)  Because  of  the  uncertainty  of  lease 
sale  schedules,  exploration  and 
production  timetables,  and  the  difficxilty 
in  quantifying  precisely  State  OCS 
responsibilities,  the  exact  allotment 
formula  is  not  codified  in  the 
regulations.  However,  the  factors  on 
which  the  formula  will  be  based  are 
specified  in  the  regiilations.  The 
Assistant  Administrator  retains  the 
discretion  to  modify  the  allotment 
formula  within  constraints  imposed  by 
this  section,  before  computing  the  yearly 
allotment.  The  formula  used  by  the 
Assistant  Administrator  will  be 
submitted  to  the  State  for  review  and 
comment  before  final  allotments  are 
calculated. 

$931,147  Available  funds. 

Funds  available  in  a  fiscal  year  for 
allotment  imder  Section  308(c)(2)  may 
consist  of: 


(a)  Fimds  appropriated  under  Section 
308(c)(2); 

(b)  Funds  reverting  to  the  Assistant 
Administrator  imder  $  931.150  because 
they  were  not  applied  for  within  the 
designated  120-day  time  period; 

(c)  Funds  awarded  in  previous  years 
under  Section  308(c)(2)  that  are 
recovered  under  $  £01.97  of  Subpart  I 
because  such  funds  were  not  expended 
or  were  expended  for  unauthorized  uses; 
and 

(d)  Funds  fixim  any  other  sources  that 
may  be  used  in  that  fiscal  year  for 
Section  308(c)(2)  purposes. 

$  931.148  AUotment  procedures. 

(a)  State  Review.  As  soon  as 
practicable  after  the  beginning  of  each 
fiscal  year,  the  Assistant  Administrator 
will  provide  each  eligible  State  with  the 
formula  that  will  be  used  to  allot  Section 
308(c)|2)  grants  for  that  fiscal  year. 
States  will  have  30  days  to  submit 
comments  on  this  formula  to  the 
Assistant  Administrator. 

(b)  Final  Allotment.  Final  allotments 
will  be  calculated  as  soon  as  practicable 
after  the  end  of  the  30-day  review  period 
described  in  (a)  above. 

$  931.149  Application  for  OCS  State 
participation  grants. 

(a)  Applications  for  OCS  State 
participation  grants  must  be  submitted 
to  the  Assistant  Administrator  within 
120  days  after  the  State  is  notified  of  its 
final  allotment.  Applications  may  be 
obtained  fit)m  and  submitted  to: 

The  Office  of  Coastal  Zone 

Management,  3300  Whitehaven  Street 

NW.,  Washington,  D.C.  20235,  Attn: 

Grants  and  Loans  Operations  Staff. 

(b)  The  Assistant  Administrator 
intends  to  make  grant  awards  within  45 
days  of  receipt  of  a  completed 
application. 

(c)  Applications  for  assistance  under 
Section  308(c)(2)  must  contain  the 
following  information: 

(1)  A  clear  and  brief  description  of  the 
actirities  that  will  be  carried  out 
including  the  associated  costs  by  object 
classification. 

(2)  A  statement  whether  OCS 
participation  funds  will  be  allocated 
among  units  of  local  government.  If  the 
State  intends  to  subgrant  funds  to  local 
governments  the  application  must 
contain: 

(i)  The  name  of  the  local 
govemment(s)  that  will  receive  OCS 
participation  assistance  and  a  clear  and 
brief  description  of  the  activities  that 
will  be  carried  out  including  associated 
costs  by  object  classification:  and 

(ii)  An  explanation  of  how,  to  the 
maximum  extent  practicable,  these 
funds  were  allocated  on  the  basis  of 


need  for  OCS  participation.  However, 
there  is  no  requirement  that  the  State 
allocate  these  funds  among  units  of  local 
government  pursuant  to  the  intrastate 
allocation  process  under  Subpart  J. 

$  931.150  Reversion  of  allotted  funds. 

Funds  allotted  under  this  Subpart  for 
which  applications  are  not  received 
within  120  days  of  the  date  a  State  is 
notified  of  its  final  allotment  will  revert 
to  the  Assistant  Administrator  at  the 
end  of  that  period. 

§  931.151  Disposition  of  reverted  or 
recovered  funds. 

At  the  discretion  of  the  Assistant 
Administrator,  funds  reverting  under 
$  931.150  or  recovered  imder  $  931.97 
may  be  awarded  to  States  with  a 
demonstrated  need  for  additional  OCS 
participation  funds  or  may  be  reallotted 
as  soon  as  practicable  among  all  eligible 
coastal  States. 

$  931.152  Administrative  requirements. 

All  awfirds  and  expenditures  of  funds 
under  this  Subpart  are  subject  to  the 
applicable  requirements  of  Subpart  I. 
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